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We affirm that;

We are certified public accountants licensed to practice in Michigan.

We further affirm the following material, “no” regponses have been disclosed in the financial staternents, including the notes, or in the
Management Letter (repart of comments and recommendations).
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Check each applicable box below. (See instructions for further detail.)

All required component units/funds/agencies of the local unit are included in the financial statements and/or disclosed in the
reparting entity notes to the financial statements as necessary.

There are no accumulated deficits in one or more of this unit's unreserved fund balances/unrestricted net assets
(P.A. 275 of 1980) or the local unit has not exceeded its budget for expenditures.

The local unit is In compliance with the Uniform Chart of Aceounts issued by the Department of Treasury.
The local unit has adopted a budget for all required funds.

A public hearing on the budget was held in accordance with State statute.

The local unit has not violated the Municipal Finance Act, an order issued under the Emergency Municipal Loan Act, or
other guidance as issued by the Local Audit and Finance Division.

The local unit has not been delinquent in distributing tax revenues that were collected for another taxing unit.
The local unit only holds deposits/investments that comply with statutory requirements.

The local unit has no ilegal or unauthorized expenditures that came to our attention as defined in the Buffetin for
Audits of Local Units of Government in Michigan, as revised (see Appendix H of Bulletin),

There are no indications of defalcation, fraud or embezzlement, which came to our attention during the course of our audit
that have not been previously communicated to the Local Audit and Finance Division (LAFD). If there is such activity that has
not been communicated, please submit a separate report under separate cover.

The local unit is free of repeated comments from previous years.
The audit opinion is UNQUALIFIED.

The local unit has complied with GASE 34 or GASE 24 as modified by MCGAA Statement #7 and other generally
accepted accounting principles (GAAP).

The board ar council approves all inveices prior to payment as required by charter or statute.
Tao our knowledge, bank recanciliations that were reviewed were performed timely.

If 2 local unit of government (authorities and commissions included) is operating within the boundaries of the audited entity and is not
included in this or any other audit report, nor do they obtain a stand-alone audit, please enclose the name(s), address(es), and a
description(s) of the authority and/or commission.

|, the undersigned, certify that this statement is complete and accurate in all respects.

We have enclosed the following: Enclosed | Not Required (enter a brief Justification)
Financial Statements
The letter of Comments and Recommendations
Other (Deseriba) l:l
Certified Public Accountant (Firm Name) Telephone Number
Janz & Knight, P.L.C. (248) 646-9666
Street Addrass City State Zip
300 East Long Lake Road, Suite 360 Bloomfield Hills Mi 48304

Authotizing CPA Slgnature Prinled Name Licenge Number
M M. John M. Foster 1101016537
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INDERE DITOR'S REFORAT

Members of the Coungl|
Gity of tha Village of Clarkston
Qalk land County, Michigan

We have audited the accompanying fimancial statements of the governmental activities, the business-
type activities, each major Tund, and the aggregate remaining fund information of the Clty of the Village of
Clarkston, Mlchligan as of and for the year ended June 30, 2007, which collectively camprise the Clty's basic
flrancial statemanta as listed in the table of contents. These financial statemants are the responsibility of
thae Gity of the Village of Clarkston, Mlehigan's management. Our responsibility is to express opinions on thesa
financial statements based on ocur audit.

We conducted our audit in accordance with auditing standards generally accepted in the Unlted States
of America. Those standards reguire that we plan and perform the audit to obtain reasonable assurance about
whather the financial statements are free of material mlsstatement. An audit inmeludes examining, on & test
basis, evidenee supparting the amounts end dlselosures in the financlal statements. An audit also include
wesessing the accounting principles used and significant estimates made by management, as well as evaluating the
overall fimanolal statement presentation. We belleve that our audlt provides a reasenable basis for our
oplnlons,

In sur opinion, the finansial statements referred to above present fairly, in all materlal respects,
the respective finanm¢ial posltion of the governmental activities, the business-type activities, each major fund,
and the aggregate remaining fund Infermation of tha City of the Village of Clarkston, Mlchigan as of Juna 30,
2007 and the respactive changes in financial position and cash flows, where applicable, thersof for the year
then ended in conformity with aceounting principles genarally accepted in the United States of America.

The management's discussion and analysis and budgetary comparison informatlon as identified in tha
table of contents, are not a reguired part of the basle financial statements but are supplementary information
required by aseounting principlez genarally accepted in the United States of America, We have applied certain
lmited procedures, which conslsted principally of inguiries of management ragarding the methods of messurament
and pressntation of the regquired supplementary information. However, we did not audit the information and
express no opinion on [t.

Our audit was conducted for the purpose of formlng opiniens on the financlal statements that
collectively comprise the City of the Village of Clarkstan, Michigan's hasle financial statements. The combining
and individual mon-major fund financial statements are presented for purposes of additional analysis and are not
a required part of the basic finanelal statements. The gombinlng and individual non-malJor fund financial
statements have been subjectad to the auditing procedures applied in the audit of the basic financial statements
and, in our oplnleon, are fairly stated in all material respects in relatlen to the basi¢ financial statements
taken as a whole.

Vary truly yours,

Jeg Flmgtl PeE

Cartiflaed Public Accountants

Bloomfield Hill=s, Michigan

Octaober 1, 2007
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MANAGEMENT 'S DISCUSSION AND ANALYZ1S

The City of the Village of Clarkston's (the Clty) management's discusslion and analysis is designed to azsgist the
readar in fogusing on significant financial issues, provide an overview of the City's Tinancial activity,
identify changes in the City's finangial position (its ability to address the next and subsequent years'
challenges), identify significant variances from the approved budget, and identify individual fund Issues or
COnGerns .

Uzing thls Annual Report

The Clty's annual report consists of a serles of flnanclal statements. The Statement of Net Assets and the
Statement of Activities provide information about the activities of the City as & whole and present a longer-
term view of the Gity's finances., Fund financial statements tell how these services were Tinmanced in the short-
term, as well as what remains for future spending. Fund Tinancial statements also report the City's operationz
in more detail than government-wide financial statements.

G ~Wi Finansial atamants

The government-wide flnancial statemants econsist of the Statement of Net Assets and Statement of Activities.
They are designed to be corpeorate-=like in that all governmental and business-type funds are consolidated into
calumns whleh add to a tetal for the primary government. These statementz include all assets and liabllitles
using the accrusl basiz of accounting. All of the current year's revenues and expenses are also taken inte
account regardless of timing of cash being paid or received.

Tha Clty as a Whelae

Net Aszzets - The Glty's combined net assets were $3,405,682 at the close of the year ended Jume 30, 2007. Thls
represents a decrease of $68,930 or a 2.0% decrease from a year ago. As we Jook at governmental activities
separately from the business-type activities, we gan see that the governmental activities net assets decreased
%63,210. This decrease was primarily the result of assets being depreciated that were capltalized in prior
years, The buginess-type activity had a dacrease of $5,720 in net assets. This decrease was from depreciation of
sawar capital assets.

The following teble reflects the condensed Statemant of Net Assets for the years ended June 30, 2007 and 2006

Table 1
Statement of Net Assets

Governmental Activities Buginess-Type Activity Total
2007 2006 2007 2006 2007 2006
ASSETS
Current and other assets $ 1,710,269 % 1,860,516 & 262,782 % 137,362 $1,973,0%1 $1,997,064
Capltal azsets 5,481,655 5,727 BB1 288 484 259 235 5,704 039 _5 980 116
Total assets $ 7,191,824 & 588, 397 & 485,266 S __._ 389 687 S7.677 090 57.977.064
LIABILITIES AND NET ASSETS
Current and other liabilities & 176,323 5§ 260,432 § 24,079 & (77,320) % 202,402 % 183 112
Long term debt outstanding 4. 0689 006 4, 320, 260 4 (069,006 _4, 320 260
Total liabilities % 4,247,320 § 4,580,692 § 24,079 & (77,320) %4,271,408 &4, 503,372
Net assets:
Investad in capital assets,
net of related debt 1,412,548 1,407,621 222,484 252,235 1,635,033 1,659,856
Restricted 1,443,670 1,543,012 1,443,670 1,543,012
Unrestricted 88 276 57,072 238,703 214,672 286, 979 271,744
Total net assets § 2,944 495 % 3,007,708 § 461,187 % 466,807 $3.405,682 $3.474.612
Total liabilities and
net assets $ 7.191.824 § 7,588,397 & 485 266 % 380 587 §7.677,000 &7 977 984
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Unrestricted net assets are net asgets that c¢an be used to finance day to day operations. Restricted net assets
of the City totaled $1,443,670. These net assets have limitations on thair uze that were imposed by restrigtions
zuch as enablinmg legislation, grant or bond covenants. The investment in capita! assets reprasents the City's
capital assets that provide gervices to citizens; accordingly, these assets are not available for future
spending.

The following table shows the changes in net assets for the years endad Juma 30, 2007 and 2006:

Table 2
Changes in Net Asgets

Goverpmantal Activities Busjpess-Type Activity Total
2007 2006 2007 2008 2007 2006
Program revenue:
Charges for services & 83,052 § B3, 554 % 116,582 § 107,429 § 199,634 § 190,983
Operating grants and
contributions 67,249 60,704 67,248 50,704
Capital grants and
contributions 32,077 117,021 32,077 117,081
General revenue:
Property taxes 834,015 g811,184 834,015 g11,184
State shared reverue 81,607 83,644 B1,607 03,644
|nterest Incoms 81,247 87,250 8,446 4,128 959,693 91,378
Franchlse foos 11,126 10,349 11,126 10,349
Niscel laneous 4 677 8,519 4 677 3,518
Total revenua g 1,p05,050 § 1,257,228 % 125,028 % 111,857 $1,330,078 %1,868,782
Program eXpanses.
Genaral government 206,119 202,923 206,118 202,923
Public safety 420,478 T 425,564 429,478 425 354
Pub!lc works 491,387 82,443 391,387 382,443
Commun !ty and economlc
development 4,131 3,322 4,131 3,322
Recreation and culture 40,143 42,478 40,143 42 478
Interest on long term debt 197,002 208, 406 197,002 208,406
Sewer 140,748 129 108 130, 748 128,108

Totzl program expanses 5 1,068 280 % 1,264,826 § 130,748 § 120,108 §1.%969,008 £1 4, 03

increase (decreasa} in
net assets & (63,210} & (7,701} & (5,720) % {17,561} & (68,930} % (25,252)

Net assets - beginning of
year 3,007, 705 3,015 408 466,907 484,458 3 474, 612 _4,499, 864

Gt scsets - ond of year 2,064,495 & 0007705 §& 461,187 § _ 466,907 $3.405.087 S3.474.802

As shown In the above table total ravenues were approximataly §1.23 million, of which 53% was obtained from
property taxes, 18% for fees charged for services and 6% for state shared revenues. Total expenses were
approximately $1.40 millien, of which 31% was for public safety, 28% for public works and 5% far sewear.

Business Tvpe Activitias

The City's buslness-type actlvity consists of the Sewer Fund. The City provides sewer service to the entire
City.

The Gity Fupds

The analysis of the City's major funds bagins on page 9, following the guvernment-wide financlal statements. The
fund fimancial statements provide detall information about the most significant funds, not the Clty as a whole.
The Clty Council ereates funds to help manage meney for spe¢lfic purposes as wall as to show accountability for
cartain activities, such as gpacial property tax mlllages. The City's major funds for 2007 include the General
Fund, Major Read Fund, Losal Road Fund, Water Debt Fund, SAD 1, 2 and 4 2002 Bond Retirement Fund and SAD 3 2003
Bond Retlrement Fund.
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The Gity Funds (continued)

The General Fund is the main operating fund of the City. Total revenuas for the year were approximately
$B55,200, Of thls revenue, 73% was from property taxes, and 10% was from state shared revenuas. Total
expenditures for the year were approximately $767,500. Of these expenditures, 63% was for public safety, 7% was
for publie works, and 24% was for general government. At Jume 30, 2007 the unresarvad fund balance of 88,276
represented 11% of the total General Fund expenditures for the year.

The Major Poad Fund acecounts for the repairs, maintenance and constructieon of all City major streets. The fund
balance of this fund at June 30, 2007 waa $41.

Tha Local Read Fund acecounts for repairs, malntenance and construction of sll City logal streets. The fund
balance of thiz fund at June 30, 2007 was §9.

The Water Debt Fund iz used to account for the accumulation of resources for, and the paymsnt of, general long-
term debt prinelpal, interest and related costs. The fund balance of this fund at June 30, 2007 was §57,484.

The SAD 1, 2 and 4 2002 Bond Retirement Fund is used te account for the accumulation of rescurces for, and the
payment of, general leng-term debt principal, interest and related costs. The fund balance of thiz fund at June
30, 2007 was $200,182,

The SAD 3 2002 Bond Retirement Fund i= used to account for the aceumulation of resources for, and the payment
of, general fong-term debt principal, Interest and related costs. The fund balanee of this fund at June 30, 2007
was $1B8,484,

Genera Budgatary Hlghl ights

Over the course of the year, the City Council amended the hudget to taka into account events during the year.
Building permit revenus and related expenditures were amended to reflect increaged actlvity during the year,
Community Development Bleck Grant revenue and expenditures were amended to reflect reduced activity. B3tate
shared revenue was amended to refleet reduced collections. Contributions and Interest earnings were amended to
reflect additional eoollections. City Hall wages, clerk publications, building and malntemanca, vehicle
maintenance, and cspital outlay were amended to reflect additional costs. Police wages, audit, fire protection,
and street llghting were amended to reflegt less than anticlpated costs.

Most departments were in line with budgeted amounts. Actual revenuss exceeded budgeted amount by $51,000.

Capltal Asset and Deht Administration

At the end of June 30, 2007, the Clty had 55,704,039 invested in a broad range of capital assets (net of
accumu lated depreciation), including buildings, equipmant, roads, and sewer and water |ines.

Major expendltures for capital assets during the year ineluded the following:
1. Garage deors - 3,680
5. City signs - $8,000.

Long=Term Debi

The City's total Indebtedness at June 30, 2007 was $4,069,007. The Clty does not currently have & rating from
Standard & Poor's. Additional information on the Clty's lang-term debt can be found in Note F.
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m 's Budgets and_Rates

The City's 2008 budget was prepared Using various economic factors as follows:

Ravenues:

Froperty tax rates for 2008 are as follows:

2008 2007

Mills Kills

Leviad Lavied
General operations 12.8843 13.1979
Debt service 46455 4 5004

Froperty tax revenues are expected to incresse slightly. This Is the result of expected increases in taxable
value within the Clty. Bullding inspection fees are expected to decrease, Other revenues are expscted to be
consistent with the prior vear amounts.

Expenditures

The City expests building maintenance, bulldlng Inspector, palice supplies, peolice equipment rental and vehlele
malntenance to be lower than the prior year.

The City expects sidewalk maintenance, police legal fees, pollce gas and oil, and police training to be higher,
Police salaries and wages and police dispateh are higher due to the addition of the midnlght shift and contract
renawal with Oakland County.

The 2008 General Fund budget expects a surplus of approximately $17,200. The projected unreserved General Fund's
fund balance at Jupne &0, 2008 ls approximately $105,500 which represents approximately 14% of the General Fund
axpend(tures for the year.

Raquest for Information

This financial repert iz intended to provide citlzens, taxpayers, cUstomers, and [nvestars with a general
overview of the Clty's Tinances and to show the City's accountability for the money it receives. [T you have any
questions or concerns about this report or need additienal infermation, contact the City Offles, at the City of
the Village of Clarkstan, 375 Depot Road, Clarkston, Michigan 48344.

-6-
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ABSETS

CGash and cash equivalents .
Racelvables:

Taxes , ,

Customers . C e .

dpaclal assessments . .

Agency funds, .

Qther . e e
Dus from gther gevernmente.
Capltal assets, net .

Total aszzets.

LIABILITIES AND NET ASSETS

Llabilities;

Accounts payable and other Jiabilities. . . |,

Daposits. | .
Accrued Interest.
Internal balances .
Due to other governments.
Noncurrent liabilities:
Dua within one year . .
Due In more than one ymar .

Total liabilities .

Net azsets:

JUNE 30, 2007

STATEMENT OF NET ASSETS

Invested in capital assets, net of related debt .

Rastricted for:
MaJor and loecal roads .
Debt service. . L e
Capital projJect . . . ., . , ,
Mil! Pond Lake Improvement. .
Building code anforcement |
Rein garden .
Depot bridge.
Gity =signs.

Unrestricted, .

Total net assets.

Toetal liabllltiea and net assets.

Governmental Business-type
Activities Activity Total
3 746,559 8 243, 636 b 880,105
9,562 8, 562
19,146 19,148
210,918 010,918
708 708
11,887 11,887
30,8385 30,535
5,481,555 232,484 5,704,089
£ 7,191,824 % 485, 286 § 7.677,080
§ 16,251 E 21,874 5 38,125
6,635 6,535
50,900 50,900
(2,8085) 2,805
106, 842 106,842
261,807 261,807
3,807,109 3,807,199
§ 4,247 320 ] 24,079 % 4,271,408
1,412,549 222 484 1,835,033
50 5O
1,240,745 1,340,745
38,350 a8, 950
22,076 22,078
14,905 14,805
1,471 1,471
23,853 23,853
2,220 2,220
29,276 238,703 826,979
$ 2,944,405 5 461,187 § 3,405,682
_3 485, 266 $ 7,677,000

§ 7,191,824

The attached notes are an integral part of the financial statements.

-7-
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CITY OF THE VILLAGE OF CLARKSTON, MICHIGAN
STATEMENT OF ACTIVITIES

For the Year Ended June 30, 2007

Program Revenues

Operating Capltal
Charges for Grants and Grants and
Functions/Frograms Expenzes Services Contrlbutlans Contributions
Primery government
Governmantal activitias:
Ganaral government . . . . . _ . . . ., ., ., .. % 206,119 3 2,005 % 8,460 3 92,078
Publle safaty. . _ . . ., . . . . . . .. ... 429,478 53,967 2,728
Publle works . . . . . . . . . . .. 0. 391,387 18,980 58,063 4
Communlty and ecohomic development . ., . . . . 4,131
Recreatlon and culturs . . . . . . . . . . .. 40,143 7,100
interest on long term debt . . . . . ., ., ., . 197,002 ’
Tetal governmental actlvitles. . . . . . § 1,288,280 5 33,052 3 67,240 % az,077
Business=type activity:
BEWET, . . . . . o e e e e e e e e e 130,748 116,582
Tetal primary govarnmant . . . . . . . . % 1,399,008 4 159,834 % B7,249 5 32,077

Geneoral revenues:
Property taxes . .
State shared revenues. ‘o
Unrestricted investment income .
Franchise fees , .
Mizeel laneous.

Total general revenues and special items . .
Changes in net asseta.
Net aszsets = July 1, 2006.

Net assets - June 30, 2007 .

The attached notez are an integral part of the financlal statements.
-8=



Net (Expense) Revenue and
Changes in Net Assets

Governmental BusTness-type
Actlvities Activity Total

5 (164,581} 3§ - ] (164,581)
(372,78B8) (372,785)
(314,940) (314,340)
(4,131) {4,131)
(33,048) (23,043)
(197,002) (197,002}
% (1,085,882) 3§ - & (1,085, ,882)
{14,166} {14,166)
$ (1,085,882) & (14,166} $ (1,100,048)
834,015 834,015
a1,607 81,607
01,247 8,446 89,693
11,126 11,126
4,877 4, 877
$ 1,022,672 § B, 446 $ 1,031,118
L (63,210) & {(5,720) % (69,930)
3,007,705 466, 907 3,474,612
§ 2,044,495 % 461,187 % 3,405,682

— —

The attached notes are an integral part of the financlal statements,
-B-
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ASSETE

Cash and cash equivalents .
Aecaivables:
Taxes . . . . . . . .
Speclal assessments .
DOther . . . e
Due from other funds. .
Dua from other governmentsa. .

Total azsets.

CITY OF THE VILLAGE OF CLARKSTON, MICHIGAN

BALANGCE SHEET

GOVERNMENTAL FUNDS

Juna 30, 2007

LIABILITIES AND FUND BALANCES

Liabititles:
Accounizs payable.
Daposits.
Deferred revenue,
Due to cther funds,
fue to other governments.

Total liabilities .
Fund balanceas:

Razarved for:
Debt service,

Building ¢ode enforcement .

Aain garden .

Dapot bridgs.

Gity signs, . . . . . .
Unreszerved, reportad In:

Ganaral Fund.

Speclal Revenue Funds .

Capital Project Funda .

Total fund balances .

Total liakilities and fund balances . ., . §

Na]or Road Logal Hoad Water Debt
General Fund Fund Fund
% 149,003 § 39,308 5 13,921 5 57,494
2,662
184,692
11,737
64,382
21,420 6,720 2,395
% 957,094 % 46,028 & 16,216 $ 242,186
L3 12,982 § 536 $ 289 5
8,535
184,692
45,451 16,018
106, 842
$ 126,589 5 45,887 E] 16,307 $ 184,882
57,494
14,905
1,41
23,833
2,220
BB, 276
41 9
$ 130,725 $ 41 & 9 % 57,484
257,094 § 45,028 § 16,316 & 242,188

Tha attached notes are an Integral part of the finangial atatements.
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SAD 1,2 84 SAD 3

2002 Bond 2003 Bond Nean=Ma |or Total
Retiremant RAetiramant Governmental Governmental
Fund Fund Funds Funds

$ 209,162 § 188,244  § 86,437 § 746,550

§,562
358,051 367,275 910,914
250 11,447

64,382

a0, 535

§ 568,113 % 555,769 5 88,437 § 1,773,243

$ $ $ 2,494 & 18, 251
&,525

358,951 267,278 pi1Q, 918
81,469

106,842

$ 258,951 § 367,275 § 2,434 $ 1,102,015

209,162 1868, 494 25,577 480,727
14,905

1,471

24,853

2,220

e, 276
22,076 22,126
38, 950 38,350

5 209,162 § 188,494 $ 86,003 L] 671,928

$ 563,113 ¥ 500,768 5 88,437 $ 1,773,843

The attached notes are an integral part of the fingheial statements.
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JANMZE & KNIGHT, P.L.GC. - CERTIFIED PuBLIiC ACSOUNTANTS

CITY OF THE VILLAGE OF CLARKSTON, MICHIGAN

RECONCILIATION OF TOTAL GOVERNMENTAL FUND BALANGE
TO NET ASEETS OF GODVERNNENTAL ACTIVITIES

JUNE 20, 2007

Total governmantal fund balances. . . . . . . . . . . . .. v v . ... & 671,928

Amounts reported for governmental activitles In the
gtatement of net aszsets are different because:

Capltal assets used in governmental actlvities are not financial
resourcas, and are not reperted in the governmental funds:

Governmental capital assets $6,533, 868
Less accumulated depreciation (1,052, 333) 5,481,555

Special assessments are expected to be collected over several
years, and are not avallable te pay for current year
expenditures. _ . . . . L L L L L L o e e e e e 810,918

Long=-term liabilities are not due and payable in the currant
perlod and are not reported in the funds including related
acerued Tntarest. . . . . . . L L L L L L e e e e e e e e e {(4,119,506)

Net assets of governmental aetivities . . . . . . . . . . .. . ... ... & 2 044,495

The attached notes are an Integral part of the financial statements.
=10-



- ZERTIFIED PUBLIC ACCOUNTANTS

JANZ & KMIGHT, P.L.C.

CITY OF THE VILLAGE OF GLARKSTON, MICHIGAN

STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES
GOVERNMENTAL FUNDS

For the Year Ended June 30, 2007

MaJar Hoad Lacal Road Watar Debt
Genaral Fund Fund Fund
Ravenues ;
Taxes. . . . . . . . L L . e e i e s e .. B B22,635 bl i §
Licenses and permits . . . . . . . . . . . . ... 43,278
Fadare! sourges. . . . . . . ., . ... . . ... 8,493
State sourees. . . L . . L L L L L L L 84,849 40,931 14,583
Local sourees. . , ., . ., . . . . . ., ., .. ... 3,005
Charges for serviess . . . . . . . . . .., . ... 34,726
Fines and forfeltures. ., . . . . . . . . . . ... 10,569
Interest and rents . . . . . . .. ... ..., 10,915 1,020 356 16,937
Other. . . . . . . . L, 26,750 40,275
Total revenues . ., . . . . . . ., . ... & 855 224 kA 41,951 § 14,9839 & 57,212
Expenditures:
Current:
Geheral government . . . . . . . . .., ... . 188,153
Fublle safety. . . . . . . . . . . .., .... 406,433
Fublle works . . . . . . . . . . . ., .. ... 45,903 54,185 26,359
Commun ity and economic development _ . _ ., , . . 4,131
Recreation and culture , . ., . . . . . . . ., . 35,829
Other. . . . . . . . . . . . . 35,33
Capital outlay . . . . . . . . . . . . .. ..., 8,271
Debt zervieas:
Principal payments _ . . ., . ., . ., . . . . ., .. 31,255 30,000
Interest and flseal charges. . . . . . . . . ., 4,072 13,367
Total expenditures . . . . . . . ., , ... & 787,468 & 54,136 i 26,359 % 45,367
Excess of revanues over (under)
expenditures . . . . . . . . . ... ... % 87,756 $ (12184) &8 (11,4200 % 13,845
Othar finanecing sources (uses):
QOperating transfers in . ., . . ., . . . . . . ... 12,200 11,400
Operating transfers eut. ., ., . . . . . .. . ... (23, 600)
Total other financing sources (uses) . . . § {23,600) & 12,200 $ 11,400 % -
Excess of revenues and other sgqurces over
(under} expenditures and other uses, . . § 64,156 & 16 $ (20) & 13,845
Fund kalance = July 1, 20086. . . , . . . . . . . . . 66,569 25 28 43,649
Fund balanes - Jupe 30, 2007 . . . . . . . .. ... & 130,725 $ 41 $ g § 57,494

The attached notes are an Integral part of the Tinancial statements.
-1



SAD1,2&4 Sab 3

2002 Bond 2003 Bond Non-Major Total

Aet!rement Retirement Governmental Governmental
Fund Fund Funds Funds

$ $ $ 211,380 5§ 934,016
43,278

B, 493

140,363

a,005

34,726

10,569

28,975 30,044 5,507 93,847
39,908 44,931 161,054

$ Ge,972 § 74,974 $ 216,977 % 1,330,250

188,153
408,433

12,298 142,785
4,131

35,829

4,331

8,271

60,000 60,000 70,000 251,288
22,320 23,198 137,145 200,102

$ B2, 320 § 83,198 % 210,443 $ 1,278,290

5 (13,247) % (8,224) & (2,466) & 53,960

28,600
(23,600)

5 (13,247) §  (B,224) §  (2.,486) & 53, 960

222,508 196,718 88, 469 &17,968

§ 208,162 § 186,434 ¥ 86,003 5 671,928

e ———— —— —

The attached notes are an integral part of the financial statements.
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JANMZ & KNIGHT, P.L.C. - CERTIFIED PUBLIC ACCOUNTANTS

CITY OF THE VILLAGE OF CLARKSTON, MICH|GAN

RECONCILIATION QF THE STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN
FUND BALANCES OF GOVERNMENTAL FUNDS TO THE STATEMENT OF ACTIVITIES

Far the Year Ended June 30, 2007

Net change in fund balances - total governmental fumd. . . . . . . . . ., . & 53,960

Amounts reported for governmental activitles in the
gtatement of activities are differasnt bacause:

Governmental funds repert capltal outlays ms expenditures;
in the statement of activities, thasa costs gre allopcated
over their estimated useful [ives az dapreclation:

Expanditures for capital assets $ 5,880
Less current year depreciaticn (256, 208) (246,3925)

Special essessment revenues are recorded In tha statement of
activitles when the azzessment iz set; they are not reported
In the funds untl! ecollected or gollectible within 60 days
ef year end. . . . . . L L L L L L e e e e e e e e (126,200)

Accrued interest is recorded in the statement of activitles. . . . _ | 3,100

Repayment of bond princlpal [5 an expenditure in the governmental
funds, but net in the statement of activities (where it

reduces feng-term debt). . . . . . . L oL oL oL 231,253
Change In net assets of governmental activities., . . . . . . . . . ... 8 {63,210)

The attached notes are an integral part of tha financial statements,
-12-



CITY OF THE VILLAGE OF CLARKSTON, MICHIGAN

STATEMENT OF NET ASSETS
PROPRIETARY FUND TYPE -~ ENTERPRISE FUND

June 30, 2007

Bus|ness=type

Activity
Sewar
Fund
ASBETS
Current assets:
Cash and cash equivalents . . . . . . ., . . .. ... . ..... ... % 243,636
Receivablas:
Customers . . . . . . . . .. L . e 19,148

ﬂ Total current asgets. . . . . . ., . . . ... . ..., ..... § oB2 792
z
o
-
§ Noncurrent azsets:
3 Capital assets, met . . . . . . . . . ... ... 222,484
é Total nongurrent assets . . . . . . . . . . . ... . . .. ... & 227 484
5 Total assete. . . . . . . ... ... .. ... ......... $ 485286
o -
o
[+
n
ut
ra
= LIABILITIES AND NET ASBETS
[
u
U Gurrent liabilitles:
‘" Aocounts payable. . . . . . . . . . . .. ... ... 8 21,874
Yoobue toother funds. . . . ... L. 2,205
o
[ Tetal current liabilltles . . . . ., , . . . .. ... ... ... & 24,079
T
L]
z Net assets:
¥ [nvested In capltal assets. e e e e e e e 222,484
B oUnrestricted. . . . . . . .. o e e e e 236,703 .
; Total netassets, . . . . . . . . . . . . .. ... ... & 4B1,187
=
2 Total liabilities and net assets. . . ., ., . . . .. .. .. ... 5 485,266

The attached notes are an integral pert of the financial statements.
-13-




JANZ B KNIGHT, P.L.C. - CERTIFIED PUBLIC ACCOUNTANTS

CITY OF THE VILLAGE OF CLARKSTON, MICHIGAN

STATEMENT OF REVENUES, EXPENSES, AND CHANGES IN NET ASSETS
FROPRIETARY FUND TYPE - ENTERPRISE FUND

For the Year Ended June 30, 2007

Businesas-type

Actlvity
Sewear
Fund
Operating revenus:
Sawer usage charges. - . - . -« « o v o e e e e e s & 15,9
Lats fees and miseellangous. . . . . o o 0 0 0 0 0 0 s e e e e s 1,211
Total gperating revemus. . . . . . . . . . . . . . - ... ... § 116,582
Operating expenzes:
Contractual Bervices . . . . - - - & « s o x m o w e e e e e e 91,370
Administrative Salaries. . . - o« + v v 4 e e e e e s e e 3,105
Postage and SUPPlies - . . . . v 0 4 0 e 4 e o o - o e e e e 571
IMSUFANGE. .« + + - -« = & &+ & & & x4 1w = e e e wwawxx e e e e B37
Professional Te&5. . . . . . . . . . . - o o o e e e e e 4,444
Mizgallan&oUs. . . . . & v & 4 - = c x o a a a aaee e e e e n o aa 270
Pepraciatlaon . . . . . . - - - - s a e e e e e e e 29,75
Tota! operating expenses . . . . . . . - - . . . 0. - - - $ 130,748
Operating Incoma (1888). . . . - - - « =« « v v v v v v - - - B (14,186)
Nenoperating revenuss:
Interast INSOME. . . . - - . &« 0 a aa a e e e e e 8,446
Total nonoperating reVeRUBS. . . . . .+ . v . 4 - - o0 v . . 8 8,446
Change in net 88E8T& . . . . . . . - . . . .« e aa e a - B (5,720)
Net assets = July 1, 2006, . . . . . . . . - - o a0 s e e 466, 807
Net assets — Jume 80, 2007 . . . . . &+ v e e w e e e e e e, - B 481,187

The attached netes are an integral part of tha financial statements.
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JaNzT & KNIGHT, PL.C. - CERTIFIED PUuBLIC ACCOUNTANTS

CITY OF THE VILLAGE OF CLARKSTON, MICHIGAN

STATEWENT OF CASH FLOWS

PROPRTETARY FUND TYPE ~ ENTERPRISE FUND

For the Year Ended June 30, 2007

Gash flows from opsrating actlvities:
Recalpts from customers .
Payments to suppliers .
Fayments to employees .

Net cazh provided by operating actlvities .

Cash flowas from noteapltal flnancing activities:
Receipt of Interfund balance.

Cash Tlows from investing activities:
Interest ingome . .

Net Increase in cash and cash equivalehts .

Cash and eash equivalents - July 1, 2006.

Cash and cash esqulvalents = June 30, 2007 . . .

Hecanel | Tatlon of cperating income (lose) to net cash provided

by oparating activities:

Operating ingome (loss) . .

Adjustments to reconcile net income (loas) to net cash provided

by operating activities:
Depregiation and amertlzatlon .

Changes in assets and |ighilities:
{Increase) degrease in recelvables.
Increaze (decreasa) In accounts payable .
Increase (decreasa) In due to ather funds .

Net cazh provided by operating activities .

Businesa-type
Actlvity
Sewar
Fund

§ 122,121
(80,B40)

(3,105}

5 28,176
a4, 347

8,445
% 130,989
112,667

$ 243,636

§ (14,188)

20,751

5,530
19,668
(2,618)

B 22,891

b 28,176

The attached notes are an integral part of the financial statements.
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JANZ & KNIGHT, P.LC, - CERTIFIED PUBLIC ACCOUNTANTS

CITY OF THE VILLAGE OF CLARKSTON, MWICHIGAN

STATENMENT OF ASSETS AND LIABILITIES
AGENCY FUNDS

Juna 30, 2007

ASZETS

Cash and cash equivalents . . . . . . . . . . . .. ..

Total assets. .

LIABILITIES

Due to other funds.

Total lighilities .

Agency

Funds

708

708

708

708

The attached notes are an integral part of the financial statements.
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- CERTIFIED PUEBLIC ACCOUMNTANTS

Jdanz & KMIGHT, P.L.C.

CITY OF THE VILLAGE OF CLARKSTON, MICHIGAN
NOTES TO FINANCIAL STATEMENTS
June 30, 2007

NOTE A = Summary of Significant Accounting Policies

The accounting policies of the City of the Village of Clarkston (the "City") conform to accounting
principlaes genarally accepted in the United States of America (GAAP) as applicable to governmental
units, The following iz a summary of the significant accounting policies used by the Clty aof the
Village of Clarkston,

A i nt i
The CGity of the Village of Clarkston is governed by an elected seven-member Council. The accompanying
financlal statements present the City and Its component units, entltles for which the City is

gonsidered to be financially accountable.

Government=-Wide and Fund Financial Statements

The government-wide flnancial statements (l.e., the statement of net assets and the statement of
changes in net assets) report infarmation on all of the nonfiduciary actlvitles of the primary
government. For the most part, the effect of interfund activity has hbeen removed from thesea
statements. Governmental activities, normally supported by taxes and intergovernmental revenues, are
raporied separately from business-type activities which rely to a signiflecant extent on fees and
charges for support.

The statement of activities demonstrates the degree to which the direct expenses of a glven funetlon
or segment are offset by program revenues. Diregt expenses are those that are clearly identifiable
wlith a speclfie fumctionm or segment. Frogram ravenues include: (1) charges to customers or applicents
who purchase, use, or directly benefit from goods, services, or privileges provided by a given
funetion or segment; and (2) grants and contrlibutions that are restricted to meeting the operational
or capital regquirements of a particular function-or segment. Taxez and other items not properly
included among program ravenues ara reportad instead as general revenue.

Separate financial statements are provided for governmental funds, proprietary funds and fiduciary
funds, even though the latter are exgludad from the governmant-wlde flnancial statements. Major
individual governmental funds and major individual enterprise funds are reported as separate columns
In tha fumd financlal statements,

Measurement_Focus, Basis_of Accounting and Financial Statement Presentation

The government-wide financial statementis are reporied using the economic resources measuremant fTocus
and the acorual basias of accounting, as are the proprletary fund and fldueiary fund fimancial
statements. Aevenus |s racordad when earned and expenses are recorded when a liability is incurred,
regardless of the timing of related cash flows. Property taxes are recognized as revenue in the year
for whish they are levied. Grants and similar items are recognized as revenue as soon ags all
efigibility requirements imposed by the provided have been met.

Governmental fund financial statements are reported uszing the current Tinancial resources megsurement
focus and the modified accrual basis of accounting. Revenue i5 recognized as soon as it is both
measurable and availabla. Revenus is considerad to ba avallable If [t [5 collected within the eurrent
period or =oon enough thereafter to pay liabilities of the current period. For thisz purpose, the
governmant considers revenuss to be avallable If they are collected within 60 days of the end of the
curreant period. EBxpenditures gemerally are recorded when a liability is incurred, as under agerual
accounting. However, debt sarvice expenditures, eoxpenditures relating to compensated absences, and
¢laims and judgments are recorded only when peyment is due.

Revenues are recognized in the accounting period in which they become susceptible to accrual--that is,
when thay becoms both measurable-and available to finance expenditures of the periad. Praperty taxes,
state-shared revenue, interest, reimbursement grants, and charges for services are considered to be
suscaptlble to accrual and so have bean recognized as revenue of the current perlod. All othar revenua
items are considered to be available only when cash is received by the government.

All proprietary funds are accounted for using the acorual baziz of accounting. Their revenues are
recognized when they are earned, and their expenses are recognized when they are incurred.

Private-sector standards of accounting issued prior to December 1, 1989, are generally followed in
both the government-wide and proprietary fund financial statoments to the extent that those standards
do not conflict with the standards of the Governmental Accounting Standards Board. The government has
electad not 1o fallow private-sector standards issued after November 30, 1989 for [tg businass-type
activities.

Amounts reported as program ravenus include; (1) charges to customars or applicants for goods,
services or privileges provided; (2) operating grants and contributions; and (3) capital grants and
contributlens, including speclal assessments. [nternally dedieated resources are raported as paneral
revenue rather than as program revenue. Likewise, general revenue includes all taxes.
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JANZ B KNMIGHT, P.L.C. - CERTIFIED PUuBLIC ACCOUNTANTS

CiTY OF THE VILLAGE OF CLARKSTON, MICHIGAN
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
Juns 30, 2407

NOTE A - Summary of Significant Accounting Policles (continued)

Governmental Funds:

The City reports the following major governmental funds:
Genera! Fund

The General Fund iz the government's primary operating fund. It accounts for all finanelal
regsources of the general government, except these required to be account for in another fund.

Major Aead Fund

The Major Road Fund accounts for tha eenstruection, maintenance, and repairs of all streets
classified as "major roads” within the City. Financing iz provided primarily by State-shared pas
and weight taxes and local centrlbutions. The fund is operated under the provigions of
Michigan's Act 51 of the Fublic Acts of 1951, as amended.

Local Reoad Fund

The Local Road Fund accounts for the comnstruetion, maintenance, and repairs of all strests
¢lassifled as "lecal roads" within the City. Financing ig provided primarily by State-shared gas
and weight taxss and local eentrlbutlens. The fund is opersted under the provigions of
Nichigan's Act 51 of the Public Acts of 1251, as amended.

Water Debt Fund

The Water Debt fund is a debt service fupd ysed to account for the accumulation of resources
for, end the payment of, general long-term debt principal, interest, and related costs
associated with the City's water system.

SAD 1, 2 and 4 200 irement Fun
The SAD 1, 2 and 4 2002 Bond Fetirament Fund (s a debt servige fund used 1o account for thae
accumulation of resources for, and the payment of, general long=-term debt principal, intersst,

and ralated costs assoclated with the City's water system.

SAD A 20032 Bond Retirement Fund

The SAD 3 2003 Bond Retlrement Fund is a debt service fund uged to ageount for the accumulation
of resources for, and the payment of, general long-term debt principal, interest, and related
costs associated with the Clty's water system.

Additionally, the City reports the follawing fund types:

Special RAavenus Funds

Special Pevenue Funds are used to account for the progeseds of spegifle revenua sources
{other than expendable trusts or major capital pra]ects) that are legally restricted to
axpend[tures Tfor specified purposes.

Debt_Service Fupds

Debt Service Funds are used to account for the accumulation of resources for, and the
payment of, genaral long-term debt principal, interest, and related costs.

Capital Projects Funds

Capital Projects Funds are used to account for finanmcial resources to be used for the
agquisitlion or construction of major capital facilities (ether than thase flnanced by the
Proprietary Funds and Trust Funds).
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JANZ & KNIGHT, P.L.C. - CERTIFIED PUBLIC ACCOUNTANTS

GITY OF THE VILLAGE OF CLARKSTON, MICHIGAN
NOTES TG FINANCIAL STATEMENTS (GONT INUED)
June 30, 2007

NOTE A - Summarv of Signifieant Aecounting Policies (continued)
Broprlety Fund
Tha Clty reports tha follawlng major proprietary fund:

Sewar Fund
The Zewer Fund accounts for the operation, maintenance and distribution of the sewage system.

Proprietary funds distinguish operating revenue and expenzes from nonoperating items. Operating
revenues and expenses generally result from providing services in connection with a proprietary
fund's principal ongoing operations. The principal operating revenue of the Sewsr Fund relates
to charges to cusiomers for sales and services. The portion intended to recover the cost of the
infrastructure is recognized &s nonoperating revenue. Operating expenses for proprietary funds
include the costs of sales and services, administrat|ve expenses, and depraclation on caplral
assets. All revenue and expenses not mesting this definition are reported as nonoperating
revenua and eXpenzasg,

Proparty Taxes

Property taxes are levied on each July 1 on the taxable valuation of property as of the preceding
Dacember 3. Taxes are considerad delingquent on September 1, at which time penalties and interest are
assesged.

The 2006 taxable valuation of the Gity, assessed as of Decembher 31, 2005, totaled $46, 894,380, and i3
used for the July 1, 2006 tax bills; this resulted in property tax ravenus as fol lows:

Mills Property

Lavied Taxes
Genaral opsratlons 153.1578  §620,227
Debt service 4.5004  B217,494

szets jabilities, a et sets_or Equit

Cash and Investments

Daposits are carrled at cost and cangsizt of cash on hand, checking acecounts, and investments in mutual
funds.

For purposes of the Statement of Cash Flows, the Clty considerad cash depesits and certificates of
deposits with a maturity of three months or less when purchased to be cash egquivalents.

£ ecejvables and Payables
In general, outstanding balances between fTunds are reported as "due to/from other funds" on the
balance sheet. Any residual balances outstanding between the goverrmmental activities amd the businass-
type activities are reported in the government-wide financial statements as "internal balances".

Recelvables

All trade and property tax regeivables are considered fully collectible by the City., No provision has
been made in the financial statements for noncollection.

Prepajd ltems

Certain payments to vendors reflegt costs applicable to future yvears and are recorded as prepaid items
in both government-wide and fund financial statements.
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JANZE & KMIGHT, P.L.c. - CERTIFIER PUBLIC ACCOUNTANTS

CITY OF THE VILLAGE OF CLARKSTON, MICHIGAN
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
June 230, 2007

NOTE A - Summary of Slgniflecant Accounting Policies (continued)

Capital Assets

Capital azsets, which include land, buildings, building impravementz, vekicles, furnitursa, machinery
and equipment and infrastructure are reported in the applicable governmental or business=type
aetlvitias column In tha government-wlde financlal statemants. Capltal aszets are defined by the
government as assetz with an initial individugl cost of more than $1,000. Such assets are racordad at
historical cost or estimated historical cost if purchased or constructed. Donated capital assets are
recorded @t estimated Tair market value at the date of donation.

Infrastrugture assets are long-lived capital szsets that rormally ¢an be preserved for a significantly
greater number of year than most capital assets. The City has elected not to retroactively report
infrastructure asgets,

Capital assets that are belng depreciated are reported net of accumulated depreciation in the
statement of net assets. Capital assets that are not being depreciated, such as land, are reported
saparately.

Capital assets are depreciated over their estimated useful lives. Depregiation expense is reported in
the statement of activities by allocating tha net cost over the estimated useful [iTe of the assets.

Deapregiation of all exhaustible fixed assets used by proprliety fund types is charged as an expense
against their operations. Accumulated depreciation is reported on proprietary fund type balance
sheats, Depreciation has been provided over the estimated useful lives.

Property, plant and egquipment is depreciated using the stralght-1ine method aver the following useful
lives:

Years
Land Improvements 15-30
Sower System 40
Buildings and Improvements 30-30
Vehlcles 6
Machinery and Equipment, Furnitura 5-25
Water System 20
Roads 20

Long-Term Obligations

Long-term debt is recognized as a llablility of a governmental fund when due, or when resources have
been accumulated in the Debt Service Fund for payment early in the following year. For other long-term
obligations, only that portien expegted to be financed from expandable available financial resources
is reported as & fund Tiability of a governmental fund. The remaining portion of such obligations is
reported [n the Statement of Net Assets. Long-term [flabllitles expected to be flnangad from
proprietary fund operations are accounted Tfor in those Tfunds. For proprietary tund types, bond
premiumg and discounts, asz well as issuance costs, are deferred and amortized aver the life of the
bonds using the eoffective Interest method. Bonds payable are reported net of the applicable bond

premium or digcount and net of any deferred charges on bond refundings. lssusnge costs are reported as
deferred charges.

Eund Equity

In thea fund financial statements, governmental funds report reservations of fund balance for amounts
that are not available for appropriation or are legally restricted by outside parties for use for o
specific purpose. Designations of fund balance present tentative management plans that are subject to
change.

Use of Estimates

The preparation of financial statements in conformlity with accounting princlples generally accepted in
the United States of America requirss mansgement to make estimates and assumptions that affect the
reported amounts of assets and liabilities and diselosure of contingent assets and liabilities at the
date of the financial statements and the reported amounts of revenue and expenses during the peried.
Actual results ceuld diffar from thoze astimates.
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- CERTIFIED PUBLIC ACCOQUNTANTS

JaMz & KNIGHT, P.L.C.

CITY OF THE VILLAGE OF CLARKSTON, MICHIGAN
NOTES TO FINANCIAL STATEMENTS (CONT INUED)

June 30, 2007

NOTE B - Stewardship, Compliance, and Accountability

NOTE G =

Budgetary Informatjon

Annual budgets are adopted on & basis consistent with generally accepted accounting principles for the
General and Special Revenue Funds. All annual appropriations lapse at year end. The Gity's
appropriation resalution [& generz||y passed during the May preceding the year in which the planned
expend|tures relate. Subsequent amendments are made to avaid unfaverable variances from the arlginal
budget. Related rescfutlons are made to state the purpose and amount of the changes, The City Clerk
has the responsibility to enforce the budget. Unused appropriations do not carry forward to the next
year.

The budget documernt pregents informatien by fund, fumetien, department and |ine items. The legal level
(the level at which expendituras may nat legally exceed appropriations) of budgetary contral adepted
by the board |s at the department (activity) level.

The Gity Council must approve budget amendments at the activity level and supplemental appropriations,
whieh affect totsl fund expenditures. The Clerk ean transfar apprapriations hetween line items within
a department or activity without geverning body approval.

Supplemental sppropriations were nacessary during the year, which increased toial expenditures.

Amourts encumbered for purchase orders, econtragts, etc., are not tracked during the year. Budget
appropriations are considered to be spent once the goods are delivered or the services renderad,

P.A. 2 of 18968 as amended, provides that & local unit shall not incur expanditures In excess af the
amaunt sppropriated in budget resolutions of tha governing body,

Excess gf Expenditures Over Apprepriatiens [n Budgeted Funds

During the year, the City of the Village of Clarkston incurred expenditures in certain budgeted funds
which were significantly [n excess of the mmounts appropriated, as fol lows:

Budget Actual Budget

Fund Activity Appropriation Expendlturs Varianes
Genaral Operating transfers out & % 23,600 % 23,600
Mejor Road Equipment rental 8,381 6,381
Major Road Winter maintenance 9,202 9,202
Major Road Salaries 22,000 25,070 3,070

The Clty doss ot zdopt a budget for Mill Ponmd Lake Improvement Board. The City collects the special
assessment and pays the bllls authorized by the lake board. Since the Clty does nat initiate the
expenditures they have mot adopted a budget.

Deposits and |nvestments

Michigan Compiled Laws, Section 129.91, authorizes the City to make deposits and invest In the
aecoUnts of federally Insured banmks, credit unions, and savings and loan associations which have an
office in Mlehlgan, The City is allowed to Invast in bonds, securities and other direct abllgations of
the United States or any agency ar instrumentality of the United States; United States governmant or
federal agency cobligations; repurchase agresments; bankers' acceptance of United States banks;
commercial paper rated within the two highest eclasslifieations which mature not more than 270 days
after the date of purchase; obligatlens of the State of Michigan or Its pelitieal subdivizions which
are rated as investment grade; and mutual funds composed of imveéstment vehicles which are lagal for
direct Investment by local units of government in Michigan.

The City has desighated various banks for the deposit of Gity funds. The treasurer kesps a list of
appreved banks, The investment polley adopted by the board in accordance with Public Act 106 of 1997
has autherized [nvastment in bonds and securltles of the United States government, bank aecounts and
Chs, repurchase agreements, Investmant pools organized under the lacal govarnment investment pool act,
commercial paper rated within the twe highest classifleationsz, and hankers' acceptance of United
States banks, but not the remainder of State statutory authority as |lsted above.
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Janz & KNMIGHT, P.L.C. - CERTIFIED PUBLIC ACCOUNTANTS

CITY OF THE VILLAGE OF CLARKSTON, MICHIGAN
NOTES TO FINANCIAL STATEMENTS (CONTINUED)

June 30, 2007

NOTE C - Deposits and Investments (continued)

The City's cash and investments are subject to several types of risk, which are examined in more detail
b low:

Custodial Credit Risk of Bank Deposits

Custodial credit risk iz the risk that in the event of a bank failura, the City's deposits may not be
returned to it. The City does not have a deposit policy for custodial credit risk. At vear end, the City
had $636,674 of bank deposits (checking and savings accounts) that were uninsured and uncollateralized.
The Gity believes that due to the dollar amounts of cash deposits and the limits of FDIC insurance, it is
Impractieal to Insure all deposits. Az a result, the City evaluates each financial institutien with which
it deposits funds and assesses the level of rigk of each institution; only those Institutlens wlth an
acceptable estimated risk level are used as depositories.

igl Credi i f Investments

Custodial ecredlt risk [s the risk that, in the event of the failure of the counterparty, the Gity will
not be able to recover the value of its investments or collataral securltles that are in the possession
of an outside party. The City does not have a policy for custodial credit risk. At year end, the City had
no investment securities that were uninsured and unregistered, with securities held by the counterparty
or by its trust department or agent but not in the City's name.

Motersst Rate Risk

Interest rate risk iz the risk that the value of investments wlll decrease as a result of a rise in
interest rates. The City's finvestment policy does not restrict investment maturltles, other than
commarclal paper which can only be purchased with a 270-day maturity. At year end, the City had no
investments.

Credit Risk

State law |imits investmants in commercial paper to the top two ratings issued by national ly recognized
statistical rating organizations. The City has no investment policy that would further |imit Its
investment choices,
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- CERTIFIED PUupLIC ACCOUNTANTS

JaNz & KHIGHT, P.L.C.

CITY OF THE VILLAGE OF CLARKSTON, MICHIGAN
NOTES TO FINANGIAL STATEMENTS (CONTINUED)

NOTE D - Capital Assets

June 30, 2007

Capital asset activity of the primary government for the current year was as fol lows:

Governmental activitiaes:
Capltal assets being depreciated;

Building and improvements
Land Improvements
Palice vehicles
NMachinary and edquipment
Furniture and fixtures
Roads
Water system

Subtotal

Less accumulated depreciation for:
Building and improvements
Land improvements
Police vehiclas
Machinery and equipment
Furniture and Tixtures
Roads
Water system

Subtotal

Net capital assets = governmantal
activities

Businesz=type actlvities:
Capital assets being depreciated:
Sewer system
Machinery and agquipment

Subtotal
l.ess accumulated depreciation for;
Sewer system
Machinery and equipment
Subtotal

Net capital assets = governmental
activitles

Beginning Ending

Balanes Increases  Decregzes Balance
§ 74,204 % 3,880 & $ 73,084
B9, 066 859,068
48 470 48,470
398,738 §,000 404,736
53,795 53,795
1,581,583 1,581,503
4,278,140 4,278 140
$6,524,008 & 9,880 § 6,533, 680
A1, 084 1,726 4z, 760
71,925 2,312 74,237
35,560 7,818 43,878
226,401 18,163 244,564
38,859 4,503 37,7582
148,390 79,079 217,462
249 550 142.604 92,163
§ 796,128 $ 256,205 § §1.082 833
$5,727.680 % (246,375) § 85,481,565

Beginning Ending

Balance Increases  [Decreases Balance
51,177,272 & : $1,177, 272
1,505 1.595
1,178,867 &% ] $1,178,867
985, 987 29,422 955,380
665 219 984
$ o926 632 § SO FE1 & 3 956,383
§ 253,235 $ (B0, 7S1)& 5 _232.484

Depreclatlon expense was charged to programs of the primary government as follows:

Governmental activitles:
General government

Public safety
Public works

Recreation and culturs

Total governmental activities

$ 6,515
8,774
256,602
4,814

$256,205

Buslnass-typa agtivities:

Sawar

$29.75
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JAMZ & KMIGHT, PLC, - CERTIFIED PuplIic ACCOUNTANTS

CITY OF THE VILLAGE OF CLARKBTON, MICHIGAN

NOTES TO FIMANCIAL STATEMENTS (CONT [NUEL)

Juna 30, 2007

NOTE E - Interfund Recei | nd Transfar
The following are the interfund receivables at June 30, 2007:
Receivabie Fund Payable Fund Amolint
General Fund Majer Straet Fund $ 45,451
Local 8treet Fund 16,018
Sewer Fund 2, 205
Tax Fund 708
Tatal General Fund & 64 382
Total interfund receivable 5 64,382
These balances resulted from the time lag batwean the date that (1) interfund goods and services are
provided or relmbursable expenditures occcur, (2) transactions are recorded in the accounting system,
and (3) payments between funds are made,
Iotarfund Transfers
Transfers (Out)
General
Fund Total
Transfers in
Major Read Fund $12,200 §12,200
Local Aoad Fund _11.,400 11,400
Transfers from the General Fund to the MajJor Road and Local Roed Funds iz to subsldlze the cost of road
expenditures.
NOTE F = Leong=Term Debt:
The following iz & susmary of ganeral long-term debt transactions of the City for the year ended .June
30, 2007:
General Long=Term Debt
Genreral Spacial Capital
Obligation Assessment Eguipment Leaze
Jotal Bomds Bonds Contract Obligation
Long-term debt at July 1, 2006 %4,320,260 %$2,770,000 $1,45Q0,000 $ 98,225 § 2,035
Paymentis made during the year (281, 264) (70,000} (150,000) (30,310) (D4a4)
Long=-term debt at June 30, 2007 $4. 080 006 52,700,000 $1.300.000 & 67,915 & _ 1.08]
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Jamz 8 KNicHT, P.L.C. - CERTIFIED PUBLIC ACCOUNTANTS

CITY OF THE VILLAGE OF CLARKSTON, MICHIGAN
NOTES TO FINANCIAL STATEMENTS (CONTINUED)

Jure 30, 2007

NOTE F - Lorg-Term Debt {(continued):

General Obligation Bands:

On July 14, 2000 the Clty sold $800,000 Unlimlted Tax General Obligation Bonds for the purpose of
conastructing & water supply system. On July 12, 2007 these bonds were refunded, see Note L for
additional details. The bonds bear interest at a rate of 4.75% to 6.00%. Schedule of required
principal and interest payments iz as Tal [ows:

Year anded Annual Annual
June 30, Intersst Principal

2008 § 40,350 § 20,000

2009 99, 355 20,000
2010 23,310 20,000
2011 37,255 20,000
2012 26,056 25,000
2013 34,708 25,000
2014 a2 776 45,000
2015 30,115 50, 000
2016 27,195 55,000
2017 23,555 70,000
2018 19,51% 70,000
2018 15,435 70,000
2020 11,175 75,000
2021 8,751 75,000
2082 2,250 75,000

$394,767 § 715,000

On March 18, 2002 the City sold $085,000 of 2002 General Obligatlon Unllmited Tax Bonds, 3eries A, for
the construction of water improvements. The bonds bear interest of 4.00% to 7.00%. Schedule of
required principal and interest payments is as Tollows:

Year anded  Annual Annual
June 30, Interest Prinsipal

2008 $ 43,265 B 30,000

2008 42 0BS 50,000
2010 40,855 30,000
2011 59,556 85,000
2z 38,018 40,000
2019 36,231 45,000

2014 34,175 50,000
2015 51,938 55,000
2018 24, 285 55,000
2017 26,660 G0, 000
2018 23,625 65,000
2019 20, 250 70,000
2020 16,750 70,000
2021 13,125 75,000
2022 9,375 75,000
2023 5,625 75,000
2024 1,875 75 000

8452 633 £ 935 000
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JANZ & KMIGHT, P.LC. - CERTIFIED PUBLIC ACCOUNTANTS

CITY OF THE VILLAGE CF CLARKSTON, MICHIGAN
NOTES TO FINANCIAL STATEMENTS (CONT INUED)

June 30, 2007

NOTE F - Lohg-Term Dabt (continued):
On June 3, 2002 the City sold $295,000 of 2002 General Ohligation Unlimited Tax Bonds, &Series B, for
the constructlon of watar Improvements. The beonds bear interest of 4.00% to 7.00%. Schedula of
required pringipal and interest payments iz as fol lows:

Year ended Annual Annual
June_30 Interest Principal

2008 $ 40,635 & 30,000

2008 35,425 20,000
2010 35,135 35,000
2011 38,709 95,000
2012 35,123 40,000
2013 33,382 40,000
2014 21,490 45 000
2015 29,443 45,000
2016 27,232 50,000
2017 24,845 50,000
2018 oy 058 55,000
2018 19,507 55,000
2020 16,633 &0, 000
2021 13,475 85,000
anez 9,507 70,000
2023 &, 209 75,000

2024 2.120 ag. 000

$426 628 & 960,000
On October 8, 2002 the City sold $210,000 of 2002C General Oblligatlon Unlimited Tax Bonds for the
purpose of funding construction of phase [l of the water supply system. The bonds bear interest at a

rate of 3.75% to 6.76%. Schedule of required principal and Interest payments [5 as fol lows:

Year ended Annual Annual
June 30, Interest Principa

2004 $ e,08¢ & 5,000

2008 7,901 5,000
2010 7,817 10,000
2011 7,238 10,000
2012 §,852 10, 000
2013 6,463 10,000
2014 §,073 10, 000
2015 5,678 10, 000
2016 5,270 10, 600
2017 4,850 10,000
2018 4,420 10,000
2019 3,980 10,000
2020 5,416 15,000
2021 2,726 15,000
2022 2,025 15,000
2023 1,316 15,000

2024 480 ___20,000
§.84.394 % 180,000
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JANZ & KNIGHT, P.L.C. - CERTIFIED PuBLICc ACCOUNTANTS

CITY OF THE VILLAGE OF CLARKSTON, MICHIGAN
NOTES TO FINANCIAL STATEMENTS (CONTINUED)

June 30, 2007

NOTE F - Lopg-Term Debt (continued):
Specizl Asgessment Bonds:
On October 17, 2000 the City sold $400,000 Special Assessments Limited Tax Bonds for the constiruction of
water [mprovements. The bondz bear Intersst at a rate of 4.60% to 7.60%. Schadule of requlred

prineipatl and interest payments is as fol lows:

Yoar ended Annual Annual
June 30, Intersst Prinelpal

2008 11,623 § 30,000

2009 10,190 30,000
2010 8,735 20,000
2011 7,280 30,000
2012 5,842 25,000
2013 4,581 26,000
2014 4,288 25,000
2015 1,981 25,000
2016 G622 25,000

504972 8 245,000

On Qctobar 9, 2002 the City sold $815,000 of Special Assessment Limlted Tax Bonds, for the purpose of
funding construction of phase i of the water supply system. The bonds bear interest at a rate of 3.00%
to 4.25%. Schedule of reguired pringipal and interest payments is as Tol lows:

Year ended  Arnual Annual
June 30, Interast Principal

2008 § 20,125 § 60,000

2009 18,235 80,000
2010 16,255 &0,000
2011 14,185 g0, 000
2012 12,025 50,000
2013 10,150 50,000
2014 &,200 50, 000
2015 &,200 50,000
2014 4,200 5G,000

2017 2,125 50,000

111,700 £ 540,000
On January 6, 2002 the City sold 5725,000 of Special Assessment Limited Tax Bonds, for the purpose of
funding econstryuctlion of phase |1 of the water supply system. The honds bear interest at a rate of 3.00%

to 4.65%. Schedule of required principal and interest payments is as Tollows:

Year ended Annual Annual
June 20, Interest Principgl

2008 § 21,020 % 55,000

2009 19,085 55,000
2010 17,315 55,000
2041 15,025 50,000
2012 18,075 50,000
2013 11,075 50,000
2014 &, 950 £0,000
2015 5,885 50,000
2016 4,575 50, 00O
2017 2,395 50, 000

19,280 315,000
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NOTE F -

CITY OF THE VILLAGE OF CLARKSTON, WMI{CHIGAN
NOTES TO FINANCIAL STATEMENTS (CONTINUER)

June 30, 2007

Long=Term Debt {continued):

Equipment Contracts:

On April 5, 2004 the City entered into a purchaze agresment for a wheal loader for $108,867. The purchase
Is being financed over a five year period. Annual payment of 524,066 including interest is required
heginning November 5, 2004, Interest is baing charged at 4%. Schadule of required principal and interest
payments 15 as fTol lows:

Year ended Annual Annual
June 30, Interest Pringejpal

2008 $ 1,816 & 22,250
200% 828 23 139

£ 2744 $ 45 389

On November 15, 2004 the City entered into a purchase agresment for a man lift for $45,395. The purchase
It belng flnanced over a five year pericd. Monthly payments of %$B51.46 including interest are raqulred
beginning December 15, 2004. Interest is being charged at 4.75%. Schedule of reguired principsl and
interest payments is as follows:

Year ended Annual Annual
June 80, loterest Principal

2008 b 813 % 4,553
2009 453 8,765
2010 49 4,508

£ 15 22,598

Capital lesse Obligations:

On July 14, 2005 the City entered inte a lease agresment acguiring a copier in the General Fund at a
cost of $2,850. The agreement qualifies as a capital lease for accounting purposes and, therafore, has
been recorded at the present value of the future minimum lease payments sz of the ingeption date on the
Statement of Net Assets. The assets are depreclated over the useful life. Depreciation of these assets
is Tncluded in depreciation expense on the Statement of Activities., The amount of accumulated
depreciation on property held under eapltal leases at June 30, 2007 was %1,140. Schedule of required
interest and principal payments is as follows:

Year ended Annual Annual
Jura A0 Interest Principal

2008 E 40 § 1,004
2009 87

$ 40 & 1.091

The annual requlrements to amortize all debt outstanding as of June 30, 2007, [ncluding interest payments
are as Tol lows:

Yaar andad Annual Annual
ung 30, Interest Primcipal
2008 § 187,816 § 261,807
2008 177,657 262,501
2010 167, 281 244 208
2011 157,218 240, 000
2012 147,011 240,000

2013-2017 556,389 1,350,000
2048-2028 236,866 1,080,000
2029-2024 17,625 _ 440,000

$1.647 663 54,060 006
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CITY OF THE VILLAGE OF CLARKSTON, MICHIGAN
NOTES TO FINANCIAL STATEMENTS (CONTINUED)

June 30, 2007

NOTE & - Leaze Obligatlon:

NOTE H -

NOTE 1 -

NOTE J =

Effaatlve January 1, 2006, the City entered into an agreement to lease facilities in Clarkston, Michigan
at a total monthly rental of $2,000.00, exclusive of maintepance and increasas In taxes and insurance,
which are alsc payable by the Gity eaa lessea. This Is a five year lease set to expire Decembsr 31, 2010.
For the year ended June 30, 2007, the City paid %24,000.

The future minimum rental payments reguired are az fol lows:

June 30, Amount
2008 $24,000

2009 24,000
2010 24,000
2011 12,000

Pending Litigation:

Litigation is ecurrently pending against the CQity invalving various issues. The outeoma of these cases
cannot be presently determinad, however, it is not expacted that an adverse decision would exceed
imsyurance coverage. Accordingly, no provision has been made for any potential liability with regard to
these lawsuits.

The City is exposed to varlous risks of loss related te property loss, torts, errors and omisslons,
employes injurles, as well as medical benefits providad to employees. The Gity has purchased commercial
Insurance for storage tank and health care. The Gity participates In the Michigan Municipal Liabillty
and Property Pool for general, auto, professional, publle official, employse dishonesty and errors and
omlssions liabilities. The Gity also participates in the Michigan Munlelpal Workers Compensation Fund
tor warkers compensation., The City is uninsured for acts of God and environmental ecleanup losses.
Settled claime for tha commerclal insurance have not exeesded tha ameount of insurance coverage in any of
tha past three fiscal years.

The Michigan Municipal Liability and Property Pool risk pool program operates as & common risk-sharing

management program for local units of government In Michigan; member premiums are usad to purchase excess
insurance coverage and to pay mamber claims in excess of deductible amounts.

Building Code Enfnroement:

Fublic Act 245 of 1999 regquiras that fees generated from regulation of the construction code may only be
psed for that purpose. OCurrent year revenues and expendltures are as fol lows:

Aooumu [ated revenues over (under) expenditures - July 1, 2008 & 9,497
Ravenua - feaes £31,697
Expenditureas:
Inspector fees §19, 456
Suppl fes 480
Clerical 5,000
Professional fees 1.218
Total expenditures o8 289
Excess of revenuss over expendltures 5,408
Accumu lated revenues over expenditures - June 20, 2007 14,905

Accumulated revenues over expenditures at June 30, 2007 have been recorded as reserved fund balance.
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CITY OF THE VILLAGE OF CLARKETON, MICHIGAN
NOTES TO FINANCIAL STATEMENTS (CONTINUED)

June 30, 2007

NOTE K = Sepgment Information for Enterprise Fund:

The City maintains one Enterprise Fund which provides sewer services. Segment information for the year
ended June 30, 2007 was as fol lows:

Sawar

Fund
Operating revenue $116, 5882
Operating income (loss) (14,166)
Nonoperating revenus 4,448
Net Ingoma (loss) (5,720)
Land, building, equipment:

Depreciation 29,751

Net working capital 238,703
Total assets 485, 266
Total aquity 461,187

NOTE L = Subsequent Event:

On July 12, 2007 general obligation bonds in the amount of %730,000 were sold for the purpose of retiring
$715,000 of water supply bonds. As a result of the advance refunding, the City reduced its future total
debt service requirements by $39,077, which resulted in an economic gain (difference hetween the present
value of the debt service payments on the old and new debt) of $33,715.
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Janz & KnicHT, P.LC. - CERTIFIED PUuBLIC ACCOUNTANTS

CITY OF THE VILLAGE OF CLARKSTON, MIGHIGAN

BUDGETARY COMPARISON SCHEDULE
GENERAL FUND

For the Year Ended June 30, 2007

Variance with
Amended Budget

Qriginal Amended Favorable
Budget Budget Actual (Unfavorable)
Raverues
Taxes:
CUFFBRT TAX. . & v + v« & 4 4 v ot b e h e e e e e e .. & B21,880 $ 621,080 § 620,412 5 (E47)
Interast and penalty . . . . . . . . . . 0 000000 3,500 2,000 2,883 283
$ 625,380 $ 623,088 $ 622,835 $ {424)
Llicenses and permits:
Building . . . . . . . . . . . . .. ..o 10,100 30,475 22,158 1,877
Caple T.V, franchise . . . . . . . . . . « + o v v v v o 10,000 10,000 11,128 1,126
$ 20,100 $ 40,475 § 43 278 $ 2,803
Fadaral sourcas:
Gommuni ity development bleck grant. . . . . . . . . . . . . 8,000 6,460 6,460
Pallea grant . . . . . « ¢« « « v v 0 e e e e e e e e e 2,033 2,033
§ 8,000 5 6,460 L1 8,483 k3 2 033
Stata sources:
State revenue sharing. . . . . . . . . . . . . 0000 82,084 a0,000 79,890 (110}
Metro Authority. . . . .« v . v 0 e e e e e e e e e 2,560 2,580 2,549 (1)
Liquer llesnses, . . . . . . . v« ¢ -« - 4 o o oo oL 1,580 1,716 1,717 2
Other. . . . . .« - . . .o oL Lo w o El 693 3
& 26,194 $ 84,955 3 84,849 3 (106)
Local aourges:
Qther, . . . . . . . e e e e e e e e e e e e e e 2,110 2,927 3,005 78
Charges for sarvices:
Reimburzemant of expenseas Trem other funds:

Egquipment rental - Major and Local Read Funds, . . . . . 18,980 18,080
Library faes . . . . . . . . . o v 0 e o o o e oo . 4,500 4,500
Pollee charges . . . . . . . . . - - . . . . .« ... 13,000 11,450 11,246 (204)

§ 13,000 3 11,450 - 34,726 ] 23,278
Fines and forfaltures - ordinance fines. . . . . . . _ . . . 11,250 10,000 10,569 5&0
Interest and rents:
Interest earning®. . . . . . . . . 0 0 e e e e 2,500 8,000 B,319 a9
RERLE. . &+ . v« e e e e e e e e e e e 4,000 2,600 2,800
% 5,500 5 10,600 § 10,919 5 319
Other:
Gomtributlons., . . . .« v &« 0 v 0 - e e e e e e e 7,555 35,099 27,544
Misecellaneous, . . . . - - - - . . . & . 040 0 1,000 1,490 1,651 161
% 1,000 % 9,046 L 36,750 3 27,705
Total FAVERUBS . . . . v « & « « v v e e e . . .. & 772,514 § 798,971 § B&5,224 § 56,258
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JANZ & KMIGHT, P.L.C. - CERTIFIED PUBLIC ACCOUNTANTS

CITY OF THE VILLAGE OF CLARKSTON, MICHIGAN

BUDGETARY COMPARISON SCHEDULE
GENERAL FUND {CONT INUED)

For tha Ysar Ended Juna 30, 2007

Varlance with
Amended Budget

Original Amestidad Favorable
Budget Budget Actual {Unfavaorable)
Expend|turas:
Genaral government:
Legl=zlative:
City council.
Council salaries . . . . . . . . . . + v v+ i v .. & 7,000 $ 7,000 $ 6,975 $ 25
buess . . . . . . . . L oo Lo Lo 2,250 2,250 2,250
Other. . . . . . . o s s e e e e 9,523 B,643 0,641 2
$ 18,773 i 18,8583 & 18,868 % 27
Elections:
Faes . . . . . . . L e e 1,080 1,750 1,749 1
Supplies . . . . . . . . . L L L L0 L oL oo 1,000 575 566 7
Lagel notiees. . . . . . . . . L. o L0 Lo L uawa =200 250 350
& 2,550 5 2,675 & 2,667 % g
As3@SBINg. . . 0 . . 0 0 0 e e s e e e e e e e - 8,000 7,765 7.765
Board of Feview. . . . . . . . L. L 4 u L s e e 375 375 375
Clerk:
Salary . . . . . - . . ..o o oL 2,685 2,585 2,585
Other. . . . . . . . . . . o . . Lo 2,500 3,700 3,540 160
& 5,085 ] 6,285 $ 6,125 % 160
Treasurer:
Salary . . . . . . . . L ..o oo e 11,500 11,900 11,800
Supplioas . . . . . L o e d e e e e e 500 as80 538 (188)
Tax rall . . . . . . . o e e e e e e e e e 250 275 375
L 12,650 % 12,625 5 12,813 & (188}
Gity Hal! and grounds:
Wages. . . _ . . . . . L L L L L oo oo e e 64,210 £6,210 66,774 (564)
Office suppllaa. . . . . . . . . . 0000000 00 4,000 4,500 4,812 (12)
Supplisa . . . . . . . 0 0 0 L 0 e e e s e e 4,000 4,000 4,545 (645 )
Parking let. . . . . . . . . L0 000000 3,500 3,500 3,132 360
Engineering. . . . . . . . . . . . . .. ... L. 500 2,500 2,747 (247}
Telephone, . . . . . . . . . . . o L. oL oL 2,000 2,000 2,106 (106)
Insurange. . . . . . . . . . . . o L L. ..o oL 13,069 18,068 13,060
Utilities. . . . . . . . . . . .. 0o o e 3,725 2,928 4,760 (832)
Bullding malntenance . . . . . . « « « & « & 0 x4 e o 3,200 5,200 5,724 (524)
Equipment maintenance. . . . . . . . . . . . Lo L L. . 750 1,500 1,841 (41)
Sidewalk malntenance . . . . . . . « .+ 4 4 v a a e 2,900 2,500 608 1,892
Miseellaneous. . . . . & &« « v ¢ c ke e e 452 1,100 1,099 1
§ 103,906 $ 110,007 & 110,717 3 (710)
Communlty davelopment blogk grant., . . . . . . . . . . . . 8,000 &, 460 G, 460
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- CERTIFIED PUBLIC ACCOUNTANTS

Jamz & HHIGHT, P.L.GC.

BUDGETARY COMPARISON SCHEDULE
GENERAL FUND (CONT INUED)

Far the Year Ended Juna 30, 2007

CITY OF THE VILLAGE OF CLAAKSTON, MICHIGAN

Varlance with
Amended Budget

Dther general services administration agtivities:

Audit expensze.
Legal Teass .
Miscel laneous.

Total genaral government .

Publiec safaty:

Follca department:
Zalarles and wages .
Payroll taxes. .
Insurance and medleal.
Supplles .

Talaphone, .
Legal fees . . . . .

Vehigle gpnd equipment malntenance.

GContractual services .
Gas and oil.
Ingurance.
Dizpateh .
Equipment rental
Mizcel lansous .

Fire protectlion.
Building inzpector .
Total public safety.
Public works:

Highway and straats:
Gas and oil . . . . . .

Maintenance and repair = vehlcles.

Insurance - vehiclas .

Street lighting.

Rafuse collection.

Tree trimming, tree planting and Ieaf pickup .

Other public works aetivitles:
Sub=watershed expense.
DFW =zpaclal events .
Telephone.
Utilities. .
Building supplies.
Building malntenance .

Total publlec works .

Original Amended Faverable
Budget Budyet Actua | (Unfavorable)
3 12,500 $ 9,825 5 9,825 &

12,000 12,500 12,825 (325)
100 5 20 (B5)
[ 24, 600 % 28,820 % 22,740 [ (410)
$ 13,030 5 197,415 § 188,153 § (738)
124, 991 126,945 127,308 {363)
11,500 11,000 10,783 217
5,500 5,280 5,248 14
3,300 3,450 6,280 {1,840}
5,500 5,500 5,822 (323)

6,000 5,000 4,845 185
3,800 4,700 5,990 (1,299)
1,700 47,250 ag, 111 17,138
5,000 5,750 5,739 11
15,170 15,162 15,776 (613)
4,200 4,200 3,150 1,050
7,980 7,945 8,066 {1.121)

1,820 a75 407 466

§ 237,881 $ 243,037 § 229,533 3 13,504
185,825 150,185 150,611 {458)
6,000 24,500 26,289 (1,785)

§ 398,986 $ 417,692 $ 406,433 $ 11,269
5,000 5,000 4,764 232

7,500 10,700 10,263 447

3,174 3,175 2,174 1

$ 15,674 $ 18,875 & 18,195 & &80
17,000 11,250 11,711 (261)

€75 475 475

..... 2,600 2,372 2,321 51
3,000 3,285 2,726 499
3,500 3,850 4,040 (190)
..... 1,000 1,000 1,050 (50}
4,500 5,000 4,710 290

1,000 1,100 1,040 BO
..... 1,800 2,700 3,725 {25)
$ 14,800 § 17,875 5 17,291 5 584
§ 50,745 3 50,9047 % 48,863 $ 954
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- CERTIFIED PuBLICc AGCGOUNTANTS

JANZE & KNIGHT, P.L.C.

GITY OF THE VILLAGE OF GLAAKSTON, MICHIGAN

BUDGETARY COMPARISON SCHEDULE
GENERAL FUND (GONT INUED)

For the Year Ended June 30, 2007

Variance with
Amahded Budget

Qriginal Amandad Faverable
Budget Budgat Actual {Unfavorable)
Community and economic development:
Planning . . . . . - . .« . © & v 4 v v v e e B 10,600 § 10,600 5 4,131 5 6,459
Recreation and culture:
Comtractual serviges - Library . . . . . . . . . . . . .. 32,600 35,720 25,820 (10%)
Dther functions:
Leame, . . . . . . . .. e e e e 24,000 24,000 24,000
Payroll taxss. . . . . . . 0 0 0 0 0 0 e e e 9,700 9,600 0,506 4
Workers compenzatlion iNBUFARGE . . . + . « & « v 4 4 4 - 4,325 4,735 4,735
Youth assIstance . . . . . . . . 0 r e e e e e e - - 1,000 1,000 1,000
Tetal other. . . . . . . . . . . . . . . . ... & ab,025 5 39,335 5 ag, 331 5 4
Capltal outlay:
Follce equipment . . . . . . . . . . . . . . ... 0oL 2,270 2,271 (1)
Highways and streets . . . . . . . . . . . . . . 0 0. 6,000 6,000
Total capltal sutlay . . .+ v « = v + 4 v 0 0 v - . 8 g 8,270 3 8,271 & (1)
Dabt sarvice:
Principal payments . . .« « v v v v v a e e e e e e e 36,334 35,533 31,255 4,278
Intarast . . . . . . . 0 0 - e s e e e e e e 312 4,072 (3,760)
Total debt mervice . . . . . . . . . ... ... .. § 35,334 5 a5, 845 % 35,327 & 518
Total expenditures . . . . . . . . . . - . . . .- - % 751,133 § 785,824 § 767,468 5 18,356
Exgezz of revenuss over expenditures . . . . . . . . % 21,881 3 13,147 ) 87,760 ] 74,609
Other Tinancing uses:
Transfer to Major Street Fund, . . . . _ . . . . . o L. L (12,200) (12,200}
Transfer to Local Street Fund, . . . . . . _ . . . . . .. . {11,400) {11,400)
Totel other fimanclng uses . . . . . . . . . .. .. B $ % (23,600) & {23,600)
Excoss of revenues over expenditures
and other uses . . . . . . . . . . . . . . . ... & 21,381 % 13,147 & 64,155 % 51,009
Fund balanes - July 1, 2006. . . . . . . . . . . .. 66,569 &5, 569 66,669
Fund balance - June 30, 2007 . . . . ... .. ... @& 87,950 % 79,716 $ 130,725 $ 51,009

-3 .



- CERTIFIED PUBLIC ACCOUNTANTS

JANZ B KNIGHT, P.L.C.

CITY OF THE VILLAGE OF CLARKSTON, MICHIGAN

BUDGETARY COMPARISON SCHEDULE
RAJOR ROAD FUND

For the Year Ended June 30, 2007

Varignce with
Amended Budget

Orlglnal Amendead Favarable
Budget Budget Actual (Unfavorabla)
Ravanuas:
State source . . 5 41,000 41,000 ] 40,931 5 (88)
Intarsat . . 700 700 1,020 320
Total ravanuss . 5 41,700 41,700 $ 41,951 % 251
Expenditures:
Salaries . . 22,000 22,000 25,070 {&,070)
Payroll taxesz. . e e 1,750 1,750 1,918 (168)
Insurance. e e e e e e e e e e e e e 2,535 2,538 2,557 (22)
Tools and miscel laneous. 2,000 2,000 666 1,334
Supplies . . 3,600 3,500 2,468 1,032
Tratfic services . 2,250 2,250 3,873 (1,823)
Equipment rental 8,281 (8,381)
Winter maintenance . . . . 5,202 (9,202)
Total expenditures ., $ 34,035 34,035 & 54 135 % (20,100}
Execezs of ravenuas ovar (under) axpenditures . . . . & 7.665 7.668 5 (12,184) ] {19,849)
Other financing sources (uses):
Operating transfers in _ . 12,200 12,200
Dperating transfer out . . {7,500) (7,500} 7. 500
Total other financing sources (uses) . . . . .. .. § (7,500) (7,500) & 12,200 & 19,700
Excesz of revenugz and othar sources over (under)
expenditures and other uses. L] 166 168 L 16 ] (149)
Fund belance - July 1, 2006. 26 25 25
Fund balance - June 30, 2007 . $ 190 1890 & 4 3 (149)
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Janz & KNIGHT, P.L.c, - CERTIFIED PUBLIC ACCOUNTANTS

CITY OF THE VILLAGE OF CLARKSTON, MICHIGAN

BUDGETARY COMPAR|SON SCHEDULE
LOCAL ROAD FUND

For the Year Ended June 20, 2007

Ravenues:
State sources.
Interest .

Total ravenues .

Expenditures:
Salaries . .
Payroll taxea.
Insurance. . .
Toels and mlscel laneous.
Supplies .
Traffic service,
Equipment rental
Winter meintepence . .

Total expendituresz .

Excess of revenues over (under) axpend|tures .

Othar flnancing sources:
Operating transfers in .

Excesz of revenues and other sources over
{under) expenditures .

Fund balance - July 1, 2006. .

Fund balance = June 30, 2007 .

- 38 =

Variance with
Amanded Budget

Driginal Amended Favorable
Budgat Budget Actual {Unfavorable)
15,000 L] 15,000 § 14,583 % (417)
200 200 358 156
15,200 ] 15,200 & 14,939 & (261)
12,500 12,500 13,500 (1,000}
1,000 1,000 727 273
1,865 1,385 1,377 (12)
1,200 1,200 358 g4z
2,500 2,500 1,329 1,171
1,500 1,500 2,086 (586)
1,794 (1.798)
2,500 2,500 5,184 (2,6584)
22,965 $ 22,666 5 26, 358 & {3,794)
(7,885) & {(7.36%) & (11,420 & (4,055)
7,500 7,500 11,400 3,300
135 % 135 5 (20) & (155)

29 28 25

164 $ 164 3 5 5 (155)
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Janz & KNIGHT, P.L.C. - CERTIFIED PUBLIC ACCOUNTANTS

CITY OF THE VILLAGE OF CLARKSTON, MICHIGAN

COMB INING BALANCE SHEET
NON-MAJOR GOVERNMENTAL FUNDS

ASSETS
Cash and cash equivalents .

Total assets,

LIABILIT|ES AND FUND BALANCES

Liabilitien:
Accounts payable. . .

Fund balances:
Rezarved for:
Dabt service.

Unregerved. . . .

Total fund balances .

Total Ifablllties and fund balances .

June 30, 2007

Tetal
Spaclal Debt Capltal Non=Majar
Revenue Service Project Governmental
Funds Funds Funds Funds
§ 24,510 25,577 38,350 3 28,437
. & 24,510 25,577 38,350 3 88,437
] P, 434 ] 2,434
28,577 25,577
22 076 38,350 50,426
5 22,076 25, 577 38,350 & 86,003
., 5 24,510 25,677 & 28,350 8 88,437

- a7 -




Jamz B KMIGHT, P.LGC. - CERTIFIED PUBLIC ACCOUNTANTS

CITY OF THE VILLAGE OF CLARKSTON, WICHI|GAN

ASSETS

Gash and cash equivalents ., .

LIABILITIES AND FUND BALANCES

Liabllities:
Accounts payable.

Fund balances - unresarved. .

Total liabilities and fund balances .

COMB INING BALANCE SHEET
NON-MAJOR GOVERNMENTAL FUNDE

SFECIAL REVENUE FUNDS
June 30, 2007
Ml Pond
Lake
Improvement
Board Total
. & 24,510 5 24,510
. 5 2,434 k1 2,484
22,076 22,076
. 8B 24,510 5 24,510

= 38 =



Janz & KNIGHT, P.L.C. - CERTIFIED PUBLLC ACCOUNTANTS

CITY OF THE VILLAGE QF CLARKSTON, MICHIGAN

ASSETS
Cash and cash squlvalents . .

Total aszsets.

LIABILITIES AND FUND BALANGES

Fund balances:
Aezerved for debt =erviee , .

Total liablITtles and fund balances . . .

COMBINING BALANCE SHEET
NON=-MAJOR GOVEANMENTAL FUNDS
DEBT SERVIGE FUNDS
Juna 80, 2007

2002A GO 20028 GO 2002C GO
Dabt Dabt Dabt Dehbt
Service Retirement Retlrement Ratlrament

Fund Fungd Fund Fund Total
b 9,785 $ 7,712 § 7,367 § 713 25,577
b 9,785 ¥ 7,712 % 7,367 $ 714 25 577
§ 9,785 § 7,712 § 7,967 & 718 5,877
§ 9,785 5 7,712 5 7,367 $ 7138

23,577
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Jamz & KNIGHT, P.LC. - CERTIFIED PUBLIC ACCOUNTARNTS

CITY OF THE VILLAGE OF CLARKSTON, MICH{GAN

COMBINENG BALANCE SHEET
NON=-MAJOR GOVERNMENTAL FUNDS
CAPITAL FROJECT FUNDS
June 30, 2007

2003 ZSpecial

Aszsaszment

Canstruction

Fund Total
ASGETS
Gash and cash equivalents . . . . . . . . .. .. .. ... % 38,350 5 38,330
Total assets, . . . . ... .. ... ... ... & 38,850 % 38,350
LIABILITIES AND FUNB BALANGES

Fund balances - unreserved. . . . . . . . . . .+ .. .. & 38,350 $ 4B, 450
Total Illabilities and fund balances . . . . . .. & 38,350 $ a8, 350
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JANZ & KNIGHT, P.L.Cc. - CERTIFIED PUuBLIC ACCOUNTANTS

CITY OF THE VILLAGE OF GLARKSTON, MICHIGAN

CONEINING STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES N FUND BALANGES

NON-MAJOR GOVERNMENTAL FUNDS

For the Year Ended Juma 30, 2007

Total
Special Debt Capltal Non-Major
Revenua Service FPraject Gavernmental
Funds Funds Funds Funds
Revenues:
Taxes. . . . & $ 211,380 % £ 211,280
Interest . . 1,135 1,534 2,828 5,597
Total revenues . 5 1,135 & 212,914 5 2,928 & 216,977
Expenditures:
Gurrent:
Publie works . 7,435 4,863 12,298
Dabt zarvica:
Principal payments . . 70,000 70,000
Interast and fiscal charges, 137,145 187,145
Total expendltures . & 7,435 $ 207,145 3 4,863 § 219,443
Excess of revenues over (under) axpsnditures . , § {6,300) § 5,769 ] (1.535) g (2,486)
Fund balance - July 1, 2006. 28,378 19,808 40,285 22,469
Fund balanes - June 30, 2007 , . 8 22 076 § 25 577 % 308,350

-4 -
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Janz & KMIGHT, p.L.c, - CERTIFIED PUBLIC ACCOUNTANTS

CLTY OF THE VILLAGE OF CLARKSTON, MICHIGAN

COMBINING STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUMD BALANGES
NON=-MAJOR GOVERNMENTAL. FUND3
SPECIAL REVENUE FUNDS

For the Year Ended June 30, 2007

Ravenuas:
Interest . . . . . . . .

Total revenues .,
Expand|tures:
Currant:

Public works . .

Total expenditures .

Excess of revenuvez over (under) expenditures .

Fund balance - July 1, 2008,

Fund balance = June 30, 2007 .

Mill Pond
Lake
Improvement
Board Total
. % 1,135 $ 1,135
.5 1,135 L 1,135
7,445 7,435
. 8 7,435 & 7,435
. B (6,300) & (6,300)
28,378 28,378
. B 22,076 § 22,076
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Janz & KNIGHT, P.LCc. - GERTIFIED PUBLIC ACCOUNTANTS

GITY QF THE VILLAGE QF CLARKSTON, MICHIGAN
COMPINING STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANGES
NON-MAJOR GOVERNWENTAL FUNDS
DEET SERVICE FUNDS

For the Year Ended June 30, 2007

2002A GO 20028 G0 20026 GO
Dabt Debt Debt Dabt
Sarvice Aot lrement Aetirement Retirement
Fund Fund Fund Fund Total
Ravenues:
Taxes. . . . . . . . . . . P | 62, 930 $ 60,821 % 73,813 $ 13,716 F 211,380
Interest and panalties . . . . . . . _ . ., , . 776 299 385 74 1,534
Total revenues . ., . ., ., . ... ... & 68,708 % 81,220 % 74,188 5 13,790 5 212,014
Expendituras:
Debt service:
Principal payments . . . . . . . . . . . . . . 20,000 15,000 20,000 5,000 70,000
Interest and fiseal charges. . . . . . . . . . Al,680 44,612 42 1468 1 137,145
Tetal expenditures . . . . . . . . ... & G1,690 5 59,612 $ 72,146 & 13,697 $§ 207,145
Excess of ravenuea over expenditures . . § 2,018 5 1,608 $ 2,052 5 93 5 5,760
Fund balance — July 1, 2006, ., . . . , ., . . . .. 7,769 6,104 5,315 620 19,808
Fund balamee - June 30, 2007 . . . . . . .. ... & 8,785 & 7,712 & 7,367 3 rak! $ 25,577
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Janz & KnigHT, P.LC. - CERTIFIED PUBLIC ACCOUNTANTS

CITY QOF THE VILLAGE OF CLARKSTON, MWICHIGAN
COMBINIMG STATEMENT OF REVENUES, EXPENDITURES, AND GHANGES 1N FUND BALANCES
NON-MAJOR GOVERNMENTAL FUNDS
CAFITAL PROJECT FUNDE

For the Year Ended June 30, 2007

2003 Speclal
Assossment
Construction
Fund Total
Revenues:
Imterest . . . . . . . . . . . . L L . . L. s e, 8 2,928 i 2,928
Total revenues . . . . . . . + . « 4 s 0 ... .. B 2,028 $ 2,923
Expenditures:
Current:
Public works . . . . . . . . . . . . . . . . .. ... 4,863 4,863
Excess of revenues over {under) expendlturas . . . % (1,335) § {1,535)
Fund balanece - July 1, 2006. . , ., . . ., . . . . .+« « « « 40,2085 40,285
Fund balance - June 80, 2007 . . . . ., . . - . . 4« o .. % 38,350 § 38,350
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CERTIFIED PUBSLIC ACCOUNTANTS
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October 1, 2007

AMERICAN |NAT|TUTR QF
SERTIFIED PUBLIS ACCOUNTANTS

City Council and Management
City of the Village of Clarkston
375 Depot Road

Clarkston, Michigan 48346-1418

Dear City Council:

In plapning and performing our audit of the financial statements of the
governmental activities, the business-type activities, each major fund, and the aggregate
remaining fund information of the City of the Village of Clarkston as of and for the year
ended June 30, 2007, in accordance with auditing standards generally accepted in the
United States of America, we considered the City of the Village of Clarkston's internal
control over fipancial reporting (internal control) as a basis for designing our auditing
procedures for the purpose of expressing our opinions on the financial statements, but
not for the purpose of expressing an opinion on the effectiveness of the City's internal

control. Accordingly, we do not express an opinion on the effectiveness of the City's
internal control.

OQur consideration of internal control was for the |imited purpose described in
the preceding paragraph and would not necessarily identify all deficiencies in internal
control that might be significant deficiencies or material weaknesses. In addition,
because of inherent limitations in internal control, in¢luding the possibility of
management override of controls, misstatements due to error or fraud may occur and not be
detected by such controls. However, as discussed below, we identified certain
deficiencies in internal control that we consider to be significant deficiencies and
other deficiencies that we consider to be material weaknesses.

A control deficiency exists when the design or operation of a control does not
allow management or employees, in the normal course of performing their assigned
functions, to prevent or detect misstatements on a timely basis. A significant deficiency
is a control deficiency, or a combination of control deficiencies, that adversely affects
the entity's ability to initiate, authorize, record, process, or report financial data
reliably in accordance with general ly accepted accounting principles such that there is
more than a remote likelihood that a misstatement of the entity's financial statements
that is more than inconsequential will not be prevented or detected by the entity's
internal control. We consider the following deficiencies to be significant deficiencies
in internal control.

The adoption of the Michigan Uniform Local Budgeting Act (Act No. 621, Public
Acts of 1978), has made it mandatory that halanced budgets be adopted and that those
budgets be amended before expenditures exceed the budgeted amounts. We noted that the
budget was amended during the fiscal year in an attempt to comply with the budget
requirements. As previously noted, despite the amendments, expenditures exceeded budgeted
amounts in various activities. Listed below are the significant budget overruns:
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City of the Village of Clarkston Page Two
‘Budget Actual Budget
Funed Activity Appropriation Expenditure Variance
General Operating transfers out $ 3 23,600 % 23,600
Major Road Equipment rental 8,381 8,381
Major Road Winter maintenance 9,202 9,202
Major Road Salaries 22,000 25,070 3,070

Authorized check signers should never sign a check without the supporting
documentation attached or provide a signature on a blank check for a projected future
disbursement. A payroll register should accompany the payroll checks as support. The
payrol| register needs to include each employees name, hours, pay rate and deductions.

Because of the limited office personnel many internal controls are impractical
due to the lack of segregation of duties. It is our recommendation that the City Council
continuously monitor internal controls and implement as many controls possible to offset
risks regarding collections, disbursements, and recording of accounting transactions.

A materfal weakness is a significant deficiency, or a combination of
significant deficiencies, that results in more than a remote likelihood that material
misstatement of the financial statements will not be prevenied or detected by the
entity's internal control. We did not identify any deficiencies which constitute a
material weakness.

Additional ly, we offer the following general comments and recommendations:

Previous Comments:

During the year the City did implement our recommendation for employee files,
but they lacked authorized pay rates as previously recommended. 1t is recommended that
these files be updated to include authorized pay rates.

New Comments:

1. To improve the internal control of wire transfers we recommend that two
signatures be required just as it is on a check. This should be for transfers between
funds and those to outside parties. Besides this control an outside verification should
be received by the bank. To assist in this verification, we recommend that all bank
accounts be setup for on-line access. Additional banking controls have been discussed
privately with the Clerk,

2. We recommend that before any disbursements are made all invoices generated
by the police and DPW department include the department head signature. If it is
unclear what is being purchased, a brief description of the item or service should be
inserted. This additional control will ensure the expenditure is valid and the property
account is charged.

3. It is recommended that all new financial institutions and aecounts
(checking, savings, CD) be approved by the City Council. It is alse generally
reconmmended that authorized check signers be approved annually by the City Council.

4. Due to the lack of segregation of duties it is recommended that the City
produce a procedures manual on office/accounting operations in the event the City's key
enployee is not available. During the creation of this manual it is recommended that
the City identify and address any areas they feel the City is at risk.
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5. The Clerk has access to the general ledger, prepares the pavables, and is
an authorized check signer. To improve internal control we recommend that after the
Mayor signs the checks they go to a party independent of the Clerk for mailing. This
will eliminate the risk that a valid check may be altered hefore mailing.

6. Due to the lack of segregation of duties the Clerk has access to all
aspects of cash. We recommend that all bank statements be mailed to an independent
party with no access to cash for inspection. Generally, we would recommend that this
independent individual also perform the bank reconciliations but realize this may not
be feasible. At a minimum the bank reconciliations should be reviewed upon completion
by an independent party.

7. Currently, there are inadequate reserves for water major repairs. The City
contracts with Independence Township for general repairs and operations of this system
but the agreements will not cover repairs of damages from an extraordinary event. The
City should investigate the possibility of additional water fees to residents that
would be restricted for capital improvements and repairs.

This communication is intended solely for the information and use of the City
Council and Management, and others within the City, and not intended to be and should not
be used by anyone other than these specified parties.

Very truly yours,

M&-W,/LQ

Certified Public Accountants

JEK/zrz



